97TH CONGRESS SENATE REPORT
1st Session No. 97-176

ECONOMIC RECOVERY TAX ACT OF 1981

Aucusrt 1 (legislative day, JuLy 8), 1981.—Ordered to be printed

Mr. DoLE, from the committee of conference,
submitted the following

CONFERENCE REPORT

[To accompany H.R. 4242]

The committee of conference on the disagreeing votes of the two
Houses on the amendment of the Senate to the bill (H.R. 4242) to
amend the Internal Revenue Code of 1954 to encourage economic
growth through reductions in individual income tax rates, the ex-
pensing of depreciable property, incentives for small businesses,
and incentives for savings, and for other purposes, having met,
after full and free conference, have agreed to recommend and do
recommend to their respective Houses as follows:

That the House recede from its disagreement to the amendment
i)f the Senate and agree to the same with an amendment as fol-
OWS:

In lieu of the matter proposed to be inserted by the Senate
amendment insert the following:

SECTION 1. LglolggT TITLE; TABLE OF CONTENTS; AMENDMENT OF 1954

(a) SHORT TITLE.—This Act may be cited as the ‘“Economic Recov-
ery Tax Act of 1981’

(b) TABLE OF CONTENTS.—
Sec. 1. Short title; table of contents; amendment of 1954 Code.

TITLE I—-INDIVIDUAL INCOME TAX PROVISIONS
Subtitle A—Tax Reductions

Sec. 101. Rate cuts; rate reduction credit.

Sec. 102. 20-percent maximum rate on net capital gain for portion of 1981, decrease
in holding period.

Sec. 103. Deduction for two-earner married couples.

Sec. 104. Adjustment to prevent inflation-caused tax increase.
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Subtitle B—Income Earned Abroad

Partial exclusion for earned income from sources without the United States
and foreign housing costs.

Repeal of deduction for certain expenses of living abroad.

Employees living in camps.

Reports by Secretary.

Effective date.

Subtitle C—Miscellaneous Provisions

Deduction for charitable contributions to be allowed for individuals who
do not itemize deductions.

18-month period for rollover principal residence increased to 2 years.

One-time exclusion of gain increased to ? years.

Increases in credit allowable for expenses for household and dependent care
services necessary for gainful employment.

Deduction for adoption expenses paid by an individual.

Maximum rate o imputetf interest for sale of land between related persons.

State legislators travel expenses away from home.

Rates of tax for principal campaign commuttees.

TITLE II—BUSINESS INCENTIVE PROVISIONS

Subtitle A—Cost Recovery Provisions

Accelerated cost recovery system.

Election to expense certain depreciable business assets.

Amendments related to depreciation.

Recapture on disposition of recovery property.

Minimum tax treatment.

Earnings and profits.

Extension of carrvover period for net operating losses and certain credits.
Carryover of recovery attribute in section 381 transactions.

Effective dates.

Subtitle B—Investment Tax Credit Provisions

Modification of investment tax credit to reflect accelerated cost recovery.

Increase in investment tax credit for qualified rehabilitation expenditures.

Investment credit for used property; increase in dollar limit.

Investment tax credit allowed for certain rehabilitated buildings leased to
tax-exempt organizations or to governmental units.

Subtitle C—Incentives for Research and Experimentation

Credit for increasing research activities.

Charitable contributions of scientific property used for research.

Suspension of regulations relating to allocation under section 861 of re-
search and experimental expenditures.

Subtitle D—Small Business Provisions

Reduction in corporate rate tax.

Increase in accumulated earnings credit.

Subchapter S shareholders.

Treatment of trusts as subchapter S shareholders.

Sinlzapliﬁcation of LIFO by use of Government indexes to be provided by reg-
ulations.

Three-year averaging permitted for increases in inventory value.

Election by small business to use one inventory pool when LIFO is elected.

Subtitle E—Savings and Loan Associations

Reorganizations involving financially troubled thrift institutions.
Limitations on carryovers of financial institutions.

Reserves for losses on loans.

FSLIC financial assistance.

Mutual savings banks with capital stock.

Effective dates.
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Subtitle F—Stock Options, Etc.

261. Stock options. . o
252. Property transferred to employees subject to certain restrictions.

Subtitle G—M.iscellaneous Provisions

261. Adjustments to new jobs credit.

262. Section 189 made inapplicable to low-income housing.

263. Increase in deduction allowable to a corporation in any taxable year for
charitable contributions.

264. Amortization of low-income housing.

265. Deductibility of gifts by employers to employees.

266. Deduction for motor carrier operating authority.

267. Limitation on additions to bank loss reserves.

TITLE III—SA VINGS PROVISIONS

Subtitle A—Interest Exclusion

301. Exclusion o/ interest on certain savings certificates.
J02. Partial exclusion of interest.

Subtitle B—Retirement Savings Provisions

J11. Retirement savings.

812. Increase in amount 3[ self-employed retirement plan deduction.
J31J4. Rollovers under bond purchase plans.

J14. Miscelleanous prouisions.

Subtitle C—Reinvestment of Dividends in Public Utilities

. 421. Encouragement of reinvestment of dividends in the stock of public utilities.

Subtitle D—Employee Stock Ownership Prouvisions

J31. Payroll-based credit for establishing employee stock ownership plan.

332. Termination of the portion of the investment credit attributable to employ-
ee plan percentage.

J3J4. Tax treatment 0/5 contributions attributable to principal and interest pay-
ments in connection with an employee stock ownership plan.

334. Cash distributions from an employee stock ownership plan.

335. Put option for stock bonus plans.

J336. Put option requirements for banks; put option period.

337. Distribution of employer securities from a tax credit employee stock owner-
ship flan in the case of a sale of employer assets or stock.

338. Pass through of voting rights on emp[:)yer securities.

J39. Effective date.

TITLE IV—ESTATE AND GIFT TAX PROVISIONS

Subtitle A—Increase in Unified Credit; Rate Reduction; Unlimited Marital
Deduction

. 401. Increase in unified credit.

402. Reduction in maximum rates of tax.
403. Unlimited marital deduction.

Subtitle B—Other Estate Tax Provisions

421. Valuation of certain farm, etc., real property.

422. Coordination o{ extensions of time for payment of estate tax where estate
consists largely of interest in closely held business.

423. Treatment ofg certain contributions of works of art, etc.

424. Gifts made within 3 years of decendent’s death not included in gross estate.

425. Basis of certain appreciated property transferred to decedent by gift within
one year of death.

426. Disclaimers.

427. Repeal of deduction for bequests, etc., to certain minor children.

428. Pos(tfonement of generation-skipping tax effective date.

429. Credit against estate tax for transfer to Smithsonian.
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Subtitle C—Other Gift Tax Provisions

441. Increase in annual gift tax exclusion; unlimited exclusion for certain trans-

£ §

1{ers.
442. Time for payment of gift taxes.

TITLE V—TAX STRADDLES

. 901. Postponement of recognition of losses, etc.
502. Caflez;ahzation of certain interest and carrying charges in the case of strad-

503. Regulated futures contracts marked to market.

504. Carryback of losses from regulated futures contracts to offer prior gains
from such contracts.

505. Certain governmental obligations issued at discount treated as capital
assets.

506. Prompt identification of securities by dealers in securities.

507. Treatment of gain or loss from certain terminations.

Sec. 508. Effective dates.

Sec. 509. Election for extension of time for payment and application of section 1256

for the taxable year including June 23, 1981.

TITLE VI—ENERGY PROVISIONS

Subtitle A—Changes in Windfall Profit Tax

Sec. 601. $22,500 royalty credit for 1981; exemption for 1982 and thereafter.

Sec. 602. Reduction in tax imposed on newly discovered oil.

Sec. 603. Exempt independent producer stripper well oil.

Sec. 604. Exemption /f:m windfall profit tax of oil produced from interests held by
or for the benefit of residential child care agencies.

Subtitle B—Miscellaneous Provision

Sec. 611. Application of credit for producing natural gas from a nonconventional
source with the Natural Policy Act of 1978.

TITLE VII—ADMINISTRATIVE PROVISIONS

Subtitle A—Prohibition of Disclosure of Audit Methods
Sec. 701. Prohibition of disclosure of methods for selection of tax returns for audits.

£ & £% %%

Subtitle B—Changes in Interest Rate for Overpayments and Underpayments
Sec. 711. Changes in rate of interest for overpayments and underpayments.

Subtitle C—Changes in Certain Penalties and in Requirements Relating to Returns

Sec. 721. Changes in penalties for false information with respect to withholding.

Sec. 722. Additions to tax in the case of valuation overstatements, increase in negli-
ence penalty.

Sec. 727. Changes in requirements relating to information returns.

Sec. 724. Penalty for overstated deposit claims.

Sec. 725. Declaration of estimated tax not required in certain cases.

Subtitle D—Cash Management
Sec. 731. Cash management.

Subtitle E—Financing of Railroad Retirement System.

Sec. 741. Increases in employer and employee taxes.

Sec. 742. Advance transfer of amounts payable under social security financial
interchange. .

Sec. 74J. Amendments to section 3271 clarifying definition of compensation.

Subtitle F—Filing Fees
Sec. 751. Fees for filing petitions.
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TITLE VIII—MISCELLANEOUS PROVISIONS

Subtitle A—Extensions

Sec. 801. Fringe ben;'fits.
Sec. 802. Exclusion for prepaid legal services J years.

Subtitle B—Tax-Exemption Obligations

Sec. 811. Tax-exempt financing for vehicles used for mass commuting.
Sec. 812. Obligations of certain volunteer fire departments.

Subtitle C—Excise Taxes

Sec. 821. Extension of telephone excise tax.
Sec. 822. Exclusion of certain services from Federal Unemployment Tax Act.
Sec. 823. Private foundation distributions.

(c) AMENDMENT OF 195} CoDE.—Except as otherwise expressly
provided, whenever in this Act an amendment or repeal is expressed
in terms of an amendment to, or repeal of, a section or other provi-
sion, the reference shall be considered to be made to a section or
other provision of the Internal Revenue Code of 1954.

TITLE I—INDIVIDUAL INCOME TAX
PROVISIONS

Subtitle A—Tax Reductions

SEC. 101. RATE CUTS; RATE REDUCTION CREDIT.

(@) RATE REDUCTION.—Section 1 (relating to tax imposed) is
amended to read as follows:
“SECTION 1. TAX IMPOSED.

‘“Ya) MArRRrIED INDIVIDUALS FILING JOINT RETURNS AND SURVIV-
ING SPOUSES.—There is hereby imposed on the taxable income of
every married individual (as defined in section 14J3) who makes a
single return jointly with his spouse under section 6013, and every
surviving spouse (as defined in section 2(a)), a tax determined in ac-
cordance with the following tables:

“(1) FOR TAXABLE YEARS BEGINNING IN 1982.—

“If taxable income is: The tax is:
Not over $3,400.............cocooomeeeeecaeeenann.. No tax.
Over $3,400 but not over $5,500................. 12% of the excess over $3,400.
Over $5,500 but not over $2,600................. $252, plus 14% of the excess over
Over $7,600 but not over $11,900............... 55435'5,'5?3.143 16% of the excess over
Over $11,900 but not over $16,000............. $I.§§4€02)'01us 19% of the excess over
Over $16,000 but not over $20,200............. ..’%i’g pius 22% of the excess over
Over $20,200 but not over $24,600............. $Z§§67'02>01us 29% of the excess over
Over $24,600 but not over $29,900............. $4,g§?".2001'us 29% of the excess over
Over $2.9,.9@ but not over $35,200............. $5§%6 lus 33% of the excess over
Over $35,200 but not over $45.800............. $7§5§9 pius J9% of the excess over
Over $45,800 but not over $60,000............. 8]1.?‘4?2’72.0%1113 44% of the excess over
Over $60,000 but not over $85,600............. 1 i%%oizglus 49% of the excess over



“If taxable income is: The tax is:
Over $85,600..............oueeeeeeeeveeceeeiireeeenranns $30,249, plus 50% of the excess over
$85,600.
“(2) FOR TAXABLE YEARS BEGINNING IN 1983.—
“If taxable income is: The tax is:
Not over $3,400 ...............ccovveeevereeeeeireenns No tax.
Over $3,400 but not over $5,500................. 11% of the excess over $3,400.
Over $5.500 but not over $7,600................. 32;?5, 5101343 13% of the excess over
Over $7,600 but not over $§11,900............... 85%&7,' 6'55“ 15% of the excess over
Over $11,900 but not over $16,000............. 81.%:9,95.01113 17% of the excess over
1,900.
Over $16,000 but not over $20,200............. 81,%6'. ogjus 19% of the excess over
6,000.
Over $20,200 but not over $24,600............. $2 ggge lus 23% of the excess over
Over $24,600 but not over $29,900............. 33, ggéﬁ lus 26% of the excess over
4,600.
Over $29,900 but not over $35,200............. 85,?54. lus 30% of the excess over
9,900.
Over $35,200 but not over $45,800............. 86',3"%,2 lus 35% of the excess over
Over $45,800 but not over $60,000............. 3103,2?:5?’% oglus 40% of the excess over
Over $60,000 but not over $85,600............. 81632540,06;1143 44% of the excess over
Over $85,600 but not over $109,400........... 82732’58;‘ oglus 48% of the excess over
Over $109,400...............ooueeeeeeeaaenneecreaananns 338, 762, gzus 50% of the excess over
$109,400.
““3) FOR TAXABLE YEARS BEGINNING AFTER 1983.—
“If taxable income is: The tax is:
Notover 3400 ................cooeveceeeeieeeeencenn No tax.
Over $3,400 but not over $5,500................. 11% of the excess over $3,400.
Over $£5,500 but not over $7,600................. 823;15. 5%113 12% of the excess over
Over $7,600 but not over $11,900............... $4<S:s.}7,'6_;0)5us 14% of the excess over
Over $11,900 but not over $16,000............. $I,g8'5,9 lus 16% of the excess over
11,900.
Over $16,000 but not over $20,200............. 81, ﬁg‘, lus 18% of the excess over
Over $20,200 but not over $24,600............. $2,§gg,2 501 22% of the excess over
Over $24,600 but not over £29,900............. 33,:;2'5’,6 501 25% of the excess over
4,600.
Over $29,900 but not over $35,200............. 34, ;gg,y 501 28% of the excess over
Over $35,200 but not over $45,800............. Saggg’,g lus 33% of the excess over
Over 845,800 but not over $60,000............. 39, ; 475)8 lus 8% of the excess over
Over $60,000 but not over $85,600............. 31%;‘3:80'05.1“3 42% of the excess over
Over $85,600 but not over $109,400........... 3258?’?’06 oglus 45% of the excess over
3, 600.
Over $109,400 but not over $162,400......... &%éfgg,“ 501143 49% of the excess over
Over $162,400............oooeeeeeeevcariienneencnns 36'2.6'00’, pl.us 50% of theg excess over
$162,400.

‘“b) HeaDs oF HouseHoLDS.—There is hereby imposed on the tax-
able income of every individual who is the head of a household (as
defined in section 2(b)) a tax determined in accordance with the fol-
lowing tables:

“¢1) FOR T+#.:ABLE YEARS BEGINNING IN 1982.—



The tax is:
No tax.
12% of the excess over $2,300.

“If taxable income is:
Not over $2,300...............coueeeemveeveaeeareeennn.
Over $2,300 but not over $4,400.................

Over $4,400 but not over $6,500................. $2‘}i ; géus 14% of the excess over
Over $6,500 but not over $8,700................. 35.436;, 555113 16% of the excess over
Over $8,700 but not over $11,800............... 88% 7géus 20% of the excess over
Over $11,800 but not over $15,000............. 31’3521&8 golus 22% of the excess over
Over $15,000 but not over $18,200............. $2, 5;)50 olus 23% of the excess over
Over $18,200 but not over $23,500............. $2, gfg ) 5701143 28% of the excess over
Over $23,500 but not over $28,800............. 34, ﬁ)ﬁ 5 opolus 32% of the excess over
Over $28,800 but not over $34,100............. 86, égg s olus 38% of the excess over
Over $34,100 but not over $44,700............. 88, égf’,] goius 41% of the excess over
Over $44,700 but not over $60,600............. SI%‘.Z‘.Z’% oglus 49% of the excess over
Over $60,600...........oooooeeeeeeeeeeeeeeeeeeeeeeeereon $2%g’9é og'zus 50% of the excess over
“C2) FOR TAXABLE YEARS BEGINNING IN 1983.—
“If taxable income is: The tax is:
Not over $2,300............uuveeveeeeeeareeeenenen.. No tax.
Over $2,300 but not over $4,400................. 11% of the excess over $2,300.
Over $4,400 but not over $6,500................. 82%{4 ) géus 13% of the excess over
Over $6,500 but not over $8,700................. $50$4 géus 15% of the excess over
Over $8,700 but not over $11,800............... 3&?8 7;075113 18% of the excess over
Over $11,800 but not over $15,000............. $1,§§2,8 golus 19% of the excess over
1
Over $15,000 but not over $18,200............. 82, 000 05)01u3 21% of the excess over
Over $18,200 but not over $23,500............. 82, g7§2 lus 25% of the excess over
18,200.
Over $23,500 but not over $28,800............. 33,997, plus 29% of the excess over
$25.500.
Over $28,800 but not over $34,100............. 35, .5%{;9 . golus 34% of the excess over
Over $34,100 but not over $44,700............. $7.336, plus 37% of the excess over
834, 100.
Over $44,700 but not over $60,600............. 1 132587 oglus 44% of the excess over
44
Over $60,600 but not over $81,800............. 316‘; ggéﬁ plus 48% of the excess over
Over $81,800............oecooeereeeeeevereeninan, 8288 g.?% plus 50% of the excess over
“(3) FOR TAXABLE YEARS BEGINNING AFTER 1983.—
“If taxable income is: The tax is:
Not over $2,300.............cccoooeeeeeeeeeeeeenann. No tax.
Over $2,300 but not over $4,400................. 11% of the excess over $2,300.
Over $4,400 but not over $6,500................. $231, géus 12% of the excess over
4
Over $6,500 but not over $8,700................. 34%% 5%&9 14% of the excess over
Over $8,700 but not over $11,800............... 87.918 ’ 7géus 1?% of the excess over
Over $11,800 but not over $15,000............. 81, 318 golus 18% of the excess over
Over $15,000 but not over $18,200............. over

$1, 8.94 ogolus 20% of the excess



“If taxable income is: The tax is:
Over $18,200 but not over $£23.500............. $2,534, plus 24% of the excess over
Over $23,500 but not over $28,800............. $3,§10§:2 lus 28% of the excess over
Over $28,800 but not over $34,100............. 85,‘;%5’,5 50ius 72% of the excess over
Over $34,100 but not over $44,700............. Sdg%z:,g 5)0ius 35% of the excess over
Over $44,700 but not over $60,600............. 31 g‘%’é p'lus 42% of the excess over
Over $60,600 but not over $81,800............. $1 73,%‘{0%1& 45% of the excess over
Over $81,800 but not over $108,300........... 826{.69:?,46:0%1143 48% of the excess over
Over $108,300.....................eeereeereevernenn. 5352‘.{5”4‘?0%1% 50% of the excess over
$108,300.

“lc) UNMARRIED INDIVIDUALS (OTHER THAN SURVIVING SPOUSES
AND HEADS oF HouseHOLDS).—There is hereby imposed on the tax-
able income of every individual (other than a surviving spouse as
defined in section 2(a) or the head of a household as defined in sec-
tion 2(b)) who is not a married individual (as defined in section 143)
a tax determined in accordance with the following tables:

“(1) FOR TAXABLE YEARS BEGINNING IN 1982.—

“If taxable income is: The tax is:

Not over $2,300 ..............oooeeeeeeeeeeeeeaarans No tax.

Over $2,300 but not over $3,400................. 12% of the excess over $2,300.

Over $3,400 but not over $4,400................. 3133%,’ ; lojéus 14% of the excess over
Over $4,400 but not over $6,500................. 827‘5;4 %us 16% of the excess over
Over $6,500 but not over $8,500................. $6’%86,: 51075us 17% of the excess over
Over $8,500 but not over $10,800............... 39?%’ ogus 19% of the excess over
Over $10,800 but not over $12,900............. $I,g§,g,8 lus 22% of the excess over
Over $12,900 but not over $15,000............. 81,%59 lus 23% of the excess over
QOver $15,000 but not over $18,200............. 82,;?’2: 050ius 27% of the excess over
Over $18,200 but not over $23,500............. 83, ggﬁz lus 31% of the excess over
Over $23,500 but not over $28,800............. 54,gg§5 50ius 35% of the excess over
Over $28,800 but not over $34,100............. S&gggig 5oius 40% of the excess over
Over $34,100 but not over $41,500............. 38,:;;{,1 570ius 44% of the excess over
Over $41,500..............ooueeeeeeeeeereeeceenn $12,068, ;;lus 50% of the excess over

$41,500.
‘U2) FOR TAXABLE YEARS BEGINNING IN 1983.—
“If taxable income is: The tax is:

Not over $2,300 ..., No tax.

Over $2,300 but not over $3.400................. 11% of the excess over $2,300.

Over $3,400 but not over $4,400................. 31213 ) %us 18% of the excess over
Over $4,400 but not over $8,500................. $25${‘;4 %us 15% of the excess over
Over $8,500 but not over $10,800............... 386;6;555;43 17% of the excess over
Over $10,800 but not over $12,900............. 81,?15’5,8 ;gw 19% of the excess over

Over $12,900 but not over $15,000............. 81,;'?5,95)01143 21% of the excess over



“If taxable income is: The tax is:
Over $15,000 but not over $18,200............. $Z,g.19§,0 olus 24% of the excess over
Over $18,200 but not over $23,500............. 82,:;6’?:2 Olus 28% of the excess over
18,200.
Over $23,500 but not over $28,800............. $4,gg3,5 5)01143 32% of the excess over
Over $28,800 but not over $34,100............. 36"%:5’8 oius 6% of the excess over
Over $34,100 but not over $41,500............. $7,§§3,,1 oius 40% of the excess over
.4, )
Over $41,500 but not over $55,300............. 31%4.91{5051143 45% of the excess over
1,500.
Over $55,300..........coooeeeeeeeseeeeeoeeeoevee $12,123, plus 50% of the excess over
$55,300.
“(3) FOR TAXABLE YEARS BEGINNING AFTER 1983.—
“If taxable income is: The tax is:
Not over $2,300....................coooueereeeenann.... No tax.
Over $2,300 but not over $3,400................. 11% of the excess over $2,300.
Over $3,400 but not over $4,400................. 51{31‘é géus 12% of the excess over
,400.
Over $4,400 but not over $6,500................. $2{$1, plus 14% of the excess over
4,4 00.
Over $6,500 but not over $8,500................ $5‘?$.56” 5501us 15% of the excess over
Over $8,500 but not over $10,800............... $&§58,: 5éus 16% of the excess over
,500.
Over $10,800 but not over $12,900............. $1,§03,8 golus 18% of the excess over
10,800.
Over $12,900 but not over $15,000............. $I,§§1,9 golus 20% of the excess over
2,900.
Over $15,000 but not over $18,200............. $2,g0§, obpblus 23% of the excess over
15,000.
Over $18,200 but not over $23,500............. $2, g}?gz golus 26% of the excess otver
Over $23,500 but not over $28,800............. 84, éég5 5)0ius 30% of the excess over
Over $28,800 but not over $34,100............. 25, ;ggg goius 34% of the excess over
Over $34,100 but not over $41,500............. 87,3?7: golus J8% of the excess over
4, 100.
Over $41,500 but not over $55,300............. 51%31.9,051143 42% of the excess over
41,500.
Over $55,300 but not over $81,800............. $1 % ; 15, plus 48% of the excess over
3,300.
Over $81,800.........ueooeeeoeeceeeererenn, $28,835, plus 50% of the excess over
$81,800.

“(d) MARRIED INDIVIDUALS FILING SEPARATE RETURNS.—There is
hereby imposed on the taxable income of every married individual
(as defined in section 148) who does not make a single return jointly
with his spouse under section 6013 a tax determined in accordance
with the following tables:

“(1) FOR TAXABLE YEARS BEGINNING IN 1982.—

“If taxable income is: The tax is:

Not over $1,200.................ooooeeeeeeaan. No tax.

Over $1,700 but not over $2,750................. 12% of the excess over $1,700.

Over 82,750 but not over $3.600................ $1;:’$6'. plus 14% of the excess over
2.750.

Over $3,800 but not over $5,950................. 32{8;'??. 8%&9 16% of the excess over

Over $5,950 but not over $8,000................. $6‘{$ Z_gglus 19% of the excess over

,990.
Over $8,000 but not over $10,100............... $I,$3%Ius 22% of the excess over

Over $10,100 but not over $12,300............. 81,%‘3 ggw 25% of the excess over
, 100.
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“If taxable income is: The tax is:
Over $12,300 but not over $14,950............. 32,?13,3 lus 29% of the excess over
12,300.
Over $14,950 but not over $12,600............. $2, ;87, lus 33% of the excess over
14,950.
Over $17,600 but not over $22,900............. 83,3'6‘1, lus 39% of the excess over
17,600.
Over $22,900 but not over $30,000............. 85, ;gg,y lus 44% of the excess over
Over 330,000 but not over $42,800............. 38, 852 ogolus 49% of the excess over
Over $42.800...........eeeeeeeeeeeeeeereeeeeesrenanns $15 124 plus 50% of the excess over
$42,800.
“t2) FOR TAXABLE YEARS BEGINNING IN 1983.—
“If taxable income is: The tax is:
Not over $1,700 ..o No tax.
Over $1,700 but not over $2,750................. 11% of the excess over $1,700.
- Over $2,750 but not over $3,800................. $11$52 plus 13% of the excess over
750.
Over $3,800 but not over $5,950................. 820;:’3,) 855113 15% of the excess over
Over $5,950 but not over $8,000................. 55?5 glus 17% of the excess over
950
Over $8,000 but not over $10,100............... 39{;; ogéus 19% of the excess over
Over $10,100 but not over §12,300............. 51525 golus 22% of the excess over
10,100.
Over $12,300 but not over $14,950............. $1, :;23,3 lus 26% of the excess over
12, .
Over $14,950 but not over $17,600............. $2.§1 7,9 olus J0% of the excess over
14,950.
Over $17,600 but not over $22.900............. $3,§1}’,6 olus 35% of the excess over
17,600.
Over $.22,900 but not over $30,000 ............. $5,§ %9 5)01143 40% of the excess over
Over $30,000 but not over $42,800............. 38, ggg ogaius 44% of the excess over
Over $42,800 but not over $54,700............. $Lf$ 6398 oglus 48% of the excess over
4
Over $54,700...........ueeeeeeeeeeeeieesreeerreen. SI% 3517 plus 50% of the excess over
94,
“‘3) FOR TAXABLE YEARS BEGINNING AFTER 1983.—
“If taxable income is: The tax is:
Not over $1,700...........cooeoevceeeceeecceeeeannn. No tax.
Over $1,700 but not over $2,750................. 11% of the excess over $1,700.
Over $2,750 but not over $3,800................. 311552 Z;;éus 12% of the excess over
Over $3,800 but not over $5,950................. 32‘?3 855us 14% of the excess over
Over $5,950 but not over $8,000................. $54é’9ggus 16% of the excess over
Over $8,000 but not over $10,100............... $870 plus 18% of the excess over
Over $10,100 but not over $12,300............. 81, ng ; 5)01u3 22% of the excess over
Over $12,300 but not over $14,950............. 81, ;353 us 25% of the excess over
Over $14,950 but not over $12,600............. $2, g?g g olus 28% of the excess over
Over $17,600 but not over $22,900............. 33,3;/:’,6 lus 33% of the excess over
Over $22,900 but not over $30,000............. 84.?25:9 lus 38% of the excess over
Over $30,000 but not over $42,800............. $7, 584, ogolus 42% of the excess over

Over $42,800 but not over $54,700............. $12 .96'0 oglus 45% of the excess over
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“If taxable income is: The tax is:
Over $54,700 but not over $81,200............. 31%?4157, oglus 49% of the excess over
Over $81,200...........u.ooeeeeerereerecereieeraennn, $31,300, p.lus 50% of the excess over
$81,200.

‘“le) ESTATES AND TRUSTS.—There is hereby imposed on the tax-
able income of every estate and trust taxable under this subsection a
tax determined in accordance with the following tables:

“l1) FOR TAXABLE YEARS BEGINNING IN 1982.—

“If taxable income is: The tax is:
Not over $1,050............ocueeerereernririananenn, 12% of taxable income.
Over $1,050 but not over $2,100................. 31?} ogéus 14% of the excess over
Over $2,100 but not over $4,250................. 32?2,’ ; %us 16% of the excess over
Over $4,250 but not over $6,300................. 86’13 72géus 19% of the excess over
4,250.
Over $6,300 but not over $8,400................. 81,326‘; lus 22% of the excess over
Over $8,400 but not over $10,600............... 81,:%5"8, oé;lus 25% of the excess over
,400.
Over $10,600 but not over $13,250............. 82,313,6 lus 29% of the excess over
10,600.
Over $13,250 but not over $15,900............. 39, ?19;'2 olus 33% of the excess over
Over $15,900 but not over $21,200............. 83, g6'£,.9 0ius 39% of the excess over
15,900.
Over $21,200 but not over $28,300............. 85, gg&g golus 44% of the excess over
1,200.
Over $28,300 but not over $41,100............. 38,:;2?,3 olus 49% of the excess over
Over $4§1,100........ovooeeeeeeeeieeeeeeeeeeeeaen, 315, 12’4, p'lus 50% of the excess over
$41,100.
“C2) FOR TAXABLE YEARS BEGINNING IN 1983.—
“If taxable income is: The tax is:
Not over $1,050.....................oceeeeereearnnne.. 11% of taxable income.
Over $1.050 but not over $2,100................. $II$.‘5, ogéus 13% of the excess over
1,050.
Over $2,100 but not over $4,250................. 3253.?2, géus 15% of the excess over
,100.
Over $4,250 but not over $6,300................. 85?, Qgéus 17% of the excess over
4,250.
Over $6,300 but not over $8,400................. 3.9%3, 3%143 19% of the excess over
6,300.
Over $8,400 but not over $10,600............... $I,g§2, oglus 23% of the excess over
,400.
Over $10,600 but not over $13,250............. $1,§Qg, lus 26% of the excess over
10,600.
Over $13,250 but not over $15,900............. $2,£1 ;,2 lus 30% of the excess over
13,250.
Over $15,900 but not over $21,200............. $3,§12,9 lus 35% of the excess over
15, 900.
Over $21,200 but not over $28,300............. $5,§ 57,2 lus 40% of the excess over
1,200.
Over $28,300 but not over $41,100............. 88,%5,3 lus 44% of the excess over
Over $41,100 but not over $53,000............. .SL‘:’é 6'3,.9. oglus 48% of the excess over
41,100.
Over $53,000............cuueeeeeereeeeeeieveeereennnn, $19,351, plus 50% of the excess over
$53,000.
“(3) FOR TAXABLE YEARS BEGINNING AFTER 1983.—
“If taxable income is: The tax is:
Not over $1,050...........oooeuneeeeeeeeeeeeeeaeeevaannn., 11% of taxable income.
Over $1,050 but not over $2,100................. $1 135 ogéus 12% of the excess over
1,050.

Over $2,100 but not over $4,250................. 32?2, ; géus 14% of the excess over
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“If taxable income is: The tax is:
Over $4,250 but not over $6,300................. 8542, u plus 16% of the excess over
Over $6,300 but not over $8,400................. 38;%22(1)1;3 18% of the excess over
Over $8,400 but not over $10,600............... 81.%2’?:22;1:;3 22% of the excess over
Over $10,600 but not over $13,250............. 81,732, plus 25% of the excess over
Over $13,250 but not over $15,900............. $2,§.19g:6 lus 28% of the excess over
Over $15,900 but not over $21,200............. 33513‘;’,2 oius 33% of the excess over
Over $21,200 but not over $28,300............. 34,%’2‘:9 lus 38% of the excess over
Over $28,300 but not over $41,100............. $7§§£2 lus 42% of the excess over
Over $41,100 but not over $53,000............. 515.%2'5 ﬁlus 45% of the excess over
Over $53,000 but not over $79,500............. SIgéﬁ:ag.oﬁlus 49% of the excess over
Over $79,500.............oueeeeeeeeereeeecverceenenn, 33;??%0?0%1% 50% of the excess over
$79,500.”

(b) CREDIT To REFLECT EQUIVALENT 1981 RATE REDUCTION.—
(1) IN GENERAL.—Section 6428 (relating to refund of 197} in-
dividual income taxes) is amended to read as follows:

“SEC. 6428. 1981 RATE REDUCTION TAX CREDIT.

“la) ALLowANCE OF CREDIT.—There shall be allowed as a credit
against the tax imposed by section 1, or against a tax imposed in
lieu of the tax imposed by section 1, for any taxable year beginning
in 1981, an amount equal to the product of—

“(1) 1.25 percent, multiplied by

“C2) the amount of tax imposed by section 1 (or in lieu thereof)
for such taxable year.

“(b) SPECIAL RULES FOR APPLICATION OF THIS SECTION.—

“l1) APPLICATION WITH OTHER CREDITS.—In determining any
credit allowed under subpart A of part IV of subchapter A of
chapter 1 (other than under sections 31, 39, and 43), the tax im-
posed by chapter 1 shall (before any other reductions) be re-
duced by the credit allowed under subsection (a).

“2) CREDIT TREATED AS SUBPART A CREDIT.—For purposes of
this title, the credit allowed under subsection (a) shall be treat-
ed as a credit allowed under subpart A of part IV of subchapter
A of chapter 1.

“lc) TABLES To REFLECT CREDIT.—

‘“e1) SEcTION 3 TABLES.—The tables prescribed by the Secre-
tary under section 3 shall reflect the credit allowed under sub-
section (a).

“‘2) OTHER TABLES.—In order to reflect the amount of the
credit under subsection (a) for different levels of tax or taxable
income, the Secretary may—

‘“CA) modify the tables under section 1, or
‘“UB) prescribe such other tables as he determines neces-
sary.

(2) CONFORMING AMENDMENTS.—

(A) The table 0[ sections for subchapter B of chapter 65 is
amended by striking out the item relating to section 6428
and inserting in lieu thereof the following new item:

“Sec. 6428. 1981 rate reduction tax credit.”
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(B) Paragraph (1) of section 3(a) (relating to imposition of
tax table tax) is amended by inserting “and which shall be
in such form as he determines appropriate’ after “Secre-
tary’.

(C) Subsection (a) of section 3 (relating to tax tables for
individuals) is amended by adding at the end thereof the
following new paragraph:

‘“e5) SECTION MAY BE APPLIED ON THE BASIS OF TAXABLE
INCOME.—The Secretary may provide that this section shall be
applied for any taxable year on the basis of taxable income in
lieu of tax table income.”

(c) REPEAL OF MAaxiMum Tax ON PERSONAL SERVICE INCOME.—

(1) IN GENERAL.—Part VI of subchapter @ of chapter I (relat-
ing to maximum rate on personal service income) is repealed.

(2) CONFORMING AMENDMENTS.—

(A) Paragraph (1) of section 3(b) (relating to tax tables for
individuals) is amended to read as follows:

“l1) an individual to whom section 1301 (relating to income
averaging) applies for the taxable year,’’.

(B) Subsection (b) of section 1304 (relating to special rules
for income averaging) is amended—

(i) by inserting “and’’ at the end of paragraph (1),

(it) by striking out “, and’ at the end of paragraph
(2) and inserting in lieu thereof a period, and

(iti) by striking out paragraph (3).

(C) The table of parts for subchapter @ of chapter 1 is
amended by striking out the item relating to part VI.

(d) CONFORMING AMENDMENTS.—

(1) ALTERNATIVE MINIMUM TAX.—Paragraph (1) of section
55(a) (relating to alternative minimum tax) is amended—

(A) by striking out all that follows “$60,000” in subpara-
graph (B) and inserting in lieu thereof “, exceeds’, and

(B) by striking out subparagraph (C).

(2) PERSONAL HOLDING COMPANY TAX.—Section 541 (relating
to personal holding company tax) is amended by striking out
“70 percent’ and inserting in lieu thereof ‘50 percent’.

(3) AMENDMENT TO SECTION 21.—Section 21 (relating to effect
of changes in rates during taxable year) is amended by striking
out subsections (d), (e), and (f) and inserting in lieu thereof the
following:

“(d) SEction Nor To AppLy TO SECTION 1 RATE CHANGES MADE

BY Economic REcCOVERY TAx Act oF 1981.—This section shall not

apply to any change in rates under section 1 attributable to the
amendments made by section 1010 of the Economic Recovery Tax
Act of 1981 or subsection (f) of section 1 (relating to adjustments in
tax tables so that inflation will not result in tax increases).”’

(e) WITHHOLDING TABLES.—

(1) DETERMINATION OF WITHHOLDING.—Section 3402(a) (relat-
ing to requirement of withholding income tax at source) is
amended to read as follows:

“la) REQUIREMENT OF WITHHOLDING.—

“(1) IN GENERAL.—Except as otherwise provided in this sec-
tion, every employer making payment of wages shall deduct and
withhold upon such wages a tax determined in accordance with
tables ur computational procedures prescribed by the Secretary.
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Ahnyl l tables or procedures prescribed under this paragraph
shall—

‘“tA) apply with respect to the amount of wages paid
during such periods as the Secretary may prescribe, anf

“(B) be in such form, and provide for such amounts to be
deducted and withheld, as the Secretary determines to be
m =t appropriate to carry out the purposes of this chapter
a . 23 reflect the provisions of chapter 1 applicable to such

”"O .

“(4) AMOUNT OF WAGES.—For purposes of applying tables or
procedures prescribed under paragraph (1), the term ‘the
amount of wages’ means the amount by which the wages exceed
the number of withholding exemptions claimed muﬁiplied by
the amount of one such exemption. The amount of each with-
holding exemption shall be equal to the amount of one personal
exemption provided in section 151(b), prorated to the payroll
period. The maximum number of withholding exemptions per-
mitted shall be calculated in accordance with regulations pre-
scribed by the Secretary under this section, taking into account
any reduction in withholding to which an employee is entitled
under this section.

“(3) CHANGES MADE BY SECTION 101 OF THE ECONOMIC RECOV-
ERY TAX ACT OF 1981.—Notwithstanding the prouvisions of this
subsection, the Secretary shall modify the tables and procedures
under paragraph (1) to reflect—

‘“CtA) the amendments made by section 101(b) of the Eco-
nomic Recovery Tax Act of 1981, and such modification
shall take effect on October 1, 1981, as if such amendments

e a 5-percent reduction effective on such date, and

‘“(B) the amendments made by section 101(a) of such Act,
and such modifications shall take effect—

“to) on July 1, 1982, as if the reductions in the rate of
tax under section 1 (as amended by such section) were
attributable to a 10-percent reduction effective on such
date, and

“li) on July 1, 1983, as if such reductions were at-
tributable to a 10-percent reduction effective on such
date.”

(2) WAGES PAID FOR PERIOD LESS THAN 1 WEEK.—Section
3402(b) (relating to the percentage method of withholding) is
amended—

(A) by striking out paragraph (1), and redesignating para-
graphs (2) through (5) as paragraphs (1) through (4), respec-
tively;, and

(B) by striking out paragraph (3), as redesignated by sub-
paragraph (A), and inserting in lieu thereof the following:

‘““3) In any case in which the period, or the time described in
paragraph (2), in respect of any wages is less than one week, the
Secretary, under regulations prescribed by him, may authorize
an employer to compute the tax to be deducted and withheld as
if the aggregate of the wages paid to the employee during the
calendar week were paid for a weekly payroll period.”

(3) ZERO BRACKET AMOUNT.—Paragraph (IXG) of section
2402(f) (relating to withholding exemptions) is amended by in-
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serting ‘“(or more than one exemption if so prescribed by the Sec-
retary)’’ after ‘one exemption”.
(4) CHANGES IN WITHHOLDING.—Section 3402(i) (relating to ad-
ditional withholding) is amended to read as follows:
“(i) CHANGES IN WITHHOLDING.—

“(1) IN GENERAL.—The Secretary may by regulations prouvide
for increases or decreases in the amount of withholding other-
wise required under this section in cases where the employee re-
quests such changes.

“2) TREATMENT AS TAX.—Any increased withholding under
paragraph (1) shall for all purposes be considered tax required
to be deducted and withheld under this chapter.”

(5) WITHHOLDING ALLOWANCES.—Subsection (m) of section

3402 (relating to withholding allowances based on 